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Highlights From
“Some Effects of Recent Revenue Acts”
Mary S. Tross, CPA

The 1962 and 1964 Revenue Acts contain
sufficient changes in tax structure for all tax
practitioners to reconsider various areas. Some
interesting problems arising from these recent
changes in the law will be the subject of this
article.
Income Averaging
Tax conscious people might think that in
come averaging is a new idea; that is not cor
rect. The excess profits tax of the Korean War
period permitted income averaging as a cri
terion of eligibility as one method for excess
profits tax relief by setting up a theoretical
average base period income.
Although the theory of eligibility for averag
ing is therefore not new, there had never been
eligibility for individuals.
The same general rules that applied to el
igibility under the excess profits tax law might
become foundation stones for rulings as to
individuals.
Tax planning under excess profits tax was
to show the base years as high as possible,
thereby setting a norm with which a current
year might be compared and claiming that the
current year should have income at least as
high as the average of the base period. To
day’s income averaging maneuvering is to
show that the income is much greater than the
average of the base years and in effect should
be taxed as if the current year should be at
the ceiling of the base year’s averages.
Care must be taken in planning for income
averaging to see that all factors as to both in
come and deductions are considered partic
ularly with regard to the possibility that
succeeding years may have income varying
greatly from that of the year for which aver
aging is being planned. Maximum benefits can
be obtained only from an annual study of the
problem in the light of known facts and it is
not ordinarily possible to adopt a plan at one
time covering a period of years.
Another consideration is the frequency with
which tax laws change. One of the outstand
ing examples of ineffective planning was un
der the provision in the 1954 Revenue Code
permitting a reserve for expenses. Within a
few months after the returns for 1954 were
filed the Code was retroactively amended to
eliminate the reserve and much of the tax
planning done in 1954 as to such reserves for
expenses were quickly negated. In many in
stances the plans adopted would have been

materially different had the 1954 Code not
contained this provision.
Benefit features in tax laws frequently do
not enjoy a long life. Sometimes the death
knell is sounded by an outright repeal of the
benefit provision but more frequently the mon
etary advantages are rescinded in a more sub
tle way.
The decrease in individual income tax rates
so widely heralded when the 1964 Revenue
Act was publicized are to be substantially re
duced by increases in the Social Security taxes
in 1965.
Don’t forget: Section 1245 potential
in partnerships
Tax literature seems to have devoted more
attention to the effect of Section 1245 on cor
porations than on partnerships.
Parenthetically, gain on the sale or other
disposition of Section 1245 property is taxable
as ordinary income, rather than capital gain,
to the extent of depreciation deducted for pe
riods after 1961.
A taxpayer is not affected by his contribu
tion of Section 1245 property to a partnership
at the time it occurs but the partnership must
carry over the incoming partner’s Section 1245
potential.
Ordinary income to the extent of a partner’s
share of the Section 1245 potential in the part
nership’s assets will be attributable to the part
ner when he sells his share of the partnership.
In the case where a partner’s interest is
partially or completely liquidated, generally,
no gain or loss is recognized at the time of
distribution. If the distribution includes de
preciable property, however, the partnership’s
ordinary income potential in Section 1245
property carries over to the partners (as an
unrealized receivable). In a disproportionate
distribution, the partner will realize income if
he gets less than his share of Section 1245
property; income will be realized by the other
partners if the first mentioned partner should
get more than his share.
If investment credit was taken for the Sec
tion 1245 property, a distribution before the
end of the depreciable period can result in re
capture of the credit.
In the foreign field
The Revenue Act of 1962 focuses attention
on activities abroad so that more than ever if,
as accountants, we are going to deal with
activities on behalf of clients in countries out
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side of the United States, we must be acutely
aware of the benefits or pitfalls in the method
of setting up the business entity to derive the
greatest benefit and avoid pitfalls to the extent
possible. A solid and sound forecast of the
profit expectancy should often govern the
choice of whether a U.S. entity should op
erate through branches abroad or incorporate
in a foreign country.
If it appears that the business will result in
substantial losses during the early years, it
would ordinarily be better to form a branch
and thereby keep the losses in the U. S. entity.
Consideration can be given to incorporation in
the foreign country when the operation be
comes profitable.
The importance of reasonable profit fore
casts can be illustrated by the following ex
ample: A U. S. corporation forms a subsidiary
in a country with a low rate of tax, on the
assumption that such a subsidiary will protect
the income earned in the foreign country from
U. S. taxation (this assumes that the Subpart
F provisions of the Internal Revenue Code do
not apply). If losses are incurred, the U. S. en
tity would not be able to take advantage of
the current deductions on its return which
would have been possible, if a foreign branch
had been formed. A tax benefit for the losses
may be obtained at some later date as a net
operating loss carryover of the foreign corpora
tion in its country of incorporation but the
benefit of these losses would, of course, be

less in the foreign country if the rate of tax in
the foreign country is lower than the U. S.
rate of tax. If the foreign corporation never
becomes profitable it may be that full U.S. tax
benefit for these losses may never be obtained.
Can the investment credit take the sting
out of capitalized repairs?
Because of the Internal Revenue Service’s
approach to an expenditure as a capitalizable
item, rather than a repair as a taxpayer would
treat it, the Revenue Act of 1964 could have
the effect of reducing the number of repair
adjustments an agent would propose; and the
taxpayer could actually accomplish an eco
nomic benefit because of the investment credit
available.
To illustrate, assume an agent capitalized
repair items in the sum of $100,000, all of
which now qualify for the investment credit.
If the average life of the items is ten years
and there is no salvage value, a taxpayer who
is in the 48% tax bracket will actually benefit
more when the repair items have been fully
depreciated than he would if the expenditures
were allowed to remain as repairs.
This result assumes the items would be de
preciated on the double-declining balance
method, that a change to straight-line de
preciation will be made when straight-line de
preciation equalled or exceeded that allowable
under the double-declining balance method
and the cost of money is 3% after taxes. The
following schedule illustrates this point:

Increase
(decrease)
in taxable
income

Cumulative
net decrease
(increase)
in cash
available

Assumed
cost of
borrowings
(after tax
cost of 3%)

$ 36,200
27,560
20,648
15,118
10,694
7,155
4,009
863
(2,283)
(5,429)
(7,000)

$ 1,086
827
619
454
321
215
120
26
(68)
(163)
(210)

Year

Tax
increase
(decrease)

$ 43,200
$ 90,000
1965
(8,640)
(18,000)
1966
(14,400)
(6,912)
1967
(5,530)
(11,520)
1968
(4,424)
1969
( 9,216)
(3,539)
( 7,373)
1970
( 6,554)
(3,146)
1971
(3,146)
( 6,554)
1972
( 6,554)
(3,146)
1973
(3,146)
( 6,554)
1974
(1,571)
1975
( 3,275)
Summary: Increase in cash by investment credit
Reduction for interest cost because of
extended write-off
Net increase

Investment
credit

$7,000

$7,000

(3,227)
$3,773

Notes:
a) A ten year life was assumed using the double-declining method of depreciation. A switch
to the straight-line method was made in 1971 to achieve the largest depreciation deduc
tion. The convention of one-half year depreciation in the year of acquisition was also
assumed.
b)
The 1965 Corporate tax rate of 48% was used.
c)
Factors considered but not reflected in above computations:
1.
Salvage value under straight-line method.
2. Compounding effect of cost of borrowing. (Corporation will have to borrow money
to pay interest.)
3.
Corporate estimated tax payments.
4

Women’s Role in Social Security
W. Allan Starner

Frances Perkins, the first American woman
ever appointed to a Federal post, recently
wrote telling how she was instrumental in in
teresting and persuading key Congressmen to
push for enactment of the first Social Security
Act in 1935. Frances Perkins served under
President Franklin D. Roosevelt as Secretary
of Labor. She certainly convinced some of the
more influential Congressional leaders to lend
their influence to get this unique bill passed.
Generally speaking, women have greater
protection under social security than men. This
is true because many women are dependent
upon their husbands for support.
The first Social Security Act set up an oldage benefit system to provide a retirement an
nuity for 65-year old workers. After the first
three years of operation, it was seen that this
law was inadequate because it provided only
for one type of monthly old-age benefit—only
to the retired worker himself. These retired
men usually had wives who were dependent
upon them for support, and sometimes had
minor children, too.
Too, many breadwinners never lived to
reach 65 years of age. Instead, they died leav
ing children, parents, or widows who had
been dependent upon them for support. Con
gress amended the Social Security law in 1939
to provide protection to these survivors. The
social security agency then became known as
the Old-Age and Survivors Insurance Bureau.
Most workers in commerce and industry had
this protection for themselves and their fam
ilies. The program was financed by both the
worker and employer making equal contribu
tions, commonly known as social security tax,
or Federal Insurance Contributions Act taxes.
Social security was, in effect, a kind of com
pulsory life insurance system operated by the
Federal Government.
All during the 1940’s, very few changes
were made in the Social Security law. Con
gress was concerned mainly in winning World
War II and afterward in problems that re
sulted as an aftermath. All of this time many
suggestions for extending social security cov
erage and increasing the benefits were piling
up, awaiting the action of Congress.
Finally, in 1950, Congress did enact some
far-reaching amendments. These took effect
the first of the next year—1951. One amend
ment extended coverage to most non-profes
sional, self-employed persons and farmer
laborers. Employees of State and local govern
ments, as well as non-profit groups, were
brought under the protection of Social Secur

ity on an optional basis. Some household work
ers—domestics, such as maids, cleaning women
and the like, were brought under the law
effective in 1951. The program now in effect
provides that all householders paying domestic
employees $50.00 or more in a calendar quar
ter, must file social security household returns
and report these wages of $50.00 or more in
any quarter. The maximum yearly earnings
taxable under Social Security was gradually
raised from $3,000.00 to its present amount of
$4800.00.
Previously, benefits were withheld from ben
eficiaries who earned as little as $15.00 a
month because those earning $15.00 monthly
were considered to be a factor in the labor
market, and hence, were not retired. After
1950, beneficiaries earning as much as $50.00
monthly were permitted to retain all of their
social security checks. This has now been in
creased to permit persons earning as much as
$1200.00 annually to receive all their monthly
checks. Those beneficiaries over 72 years of
age may have unlimited earned income with
out forfeiting any social security benefits.
The 1950 amendments were so far-reaching
that it was considered that practically a new
law had been enacted and everyone got a
“new start” date. This meant that the lower
earnings before 1951 were not usually com
bined with the higher wages prevailing after
1950. This change resulted in higher wage av
erages for most workers. Too, the length of
work time required before workers could qual
ify was cut. This length of time has been re
duced twice since then.
Since 1950, Congress has heeded the peti
tions of certain groups of professional self
employed—to name a few: architects, funeral
directors, engineers, and, even full-time public
accountants and certified public accountants
—and brought them under Social Security cov
erage in 1955. In 1956, self-employed lawyers,
chiropractors, dentists and optometrists, were
also added to those covered. Thus, self-em
ployed persons earning $400.00 or more per
year get earnings credits by filing self-employ
ment schedules with their income tax returns
each year.
1956 was the point at which the five-year
dropout in determining a worker’s average
monthly wage came into being. The meaning
of the term “five-year dropout” may require
further explanation. The benefit amount for
most covered female workers retiring at age
62 is computed by averaging social security
taxable earnings beginning with January 1,
5

ent husband over 62 years of age when the
woman worker retires.
In death cases, that is, where the insured
worker dies, widows over 62, children under
18, as well as widows under 62 caring for the
worker’s child under 18, can receive survivors’
monthly social security benefits. Too, if de
pendent parents over retirement age, or adult
disabled children survive, monthly social se
curity benefits can often be provided for them.
Usually, a lump-sum death payment ranging
from $120.00 to $255.00 is paid to the spouse
or the person liable for burial expenses.
It is well to bear in mind that there are four
important times for action; that is to say, there
are four times when prompt contact with the
local social security office is suggested, namely.

1951, and ending with the close of the year
age 61 is attained. To compute this average,
five of the poorest years’ earnings, one year
here and one year there—(they need not be for
a continuous five-year period) are dropped out.
The remaining years’ earnings after 1951
through age 61 will be added together. That
total wage is then divided by the number of
years involved, minus five years. The result
obtained is a mean over-all average lifetime
earning upon which the benefit is based. This
is what is meant by the five-year dropout.
Many retiring workers have the impression
that only the five highest years of earnings are
used and that all other yearly earnings are
dropped from consideration. This is false. A
woman reaching 62 in the year 1963 would
find that there are 12 years, starting with 1951
and ending with the end of the year before
age 62 is reached, which, of course, would be
1962. Those 12 years after subtracting five
years, would result in seven years. The highest
seven years of earnings after 1950 are divided
by seven. This gives the mean over-all average
wage to which our benefit amounts are geared.
Women get somewhat favored treatment be
cause, in averaging a man’s lifetime earnings,
all years up to the year age 65 is attained are
counted. This often results in somewhat lower
benefits for the man retiring at 62, compared
with women’s retired benefits.
Monthly benefit payments range between
$32.00 and $127.00 for the retired person.
Family monthly benefits can be as much as
$254.00.
A few years ago, Congress added disability
protection for workers. Persons who have to
leave the labor force due to long-term serious
mental and physical disabilities usually qualify
for these payments. Besides being seriously
disabled, a person must have worked under
social security five out of the last 10 years be
fore he became disabled. In the event the dis
abled person qualifies for the social security
disability payments, his children under 18 can
also expect payments. Payments are also pro
vided for the disabled worker’s wife of any
age, providing she has entitled children in her
care. A wife 62 or older will get wife’s pay
ments, too.
Family members can expect to receive cer
tain monthly benefits when the insured worker
retires. The children under 18 and the retired
worker’s wife caring for these children will
usually qualify. Whenever the wife is 62 or
over, she can receive payments. There is also
a provision in the law to provide monthly pay
ments for an unmarried, adult child with a
long-time severely disabling condition. To
qualify, the child’s disability would have to be
continuous ever since the child reached age 18.
Occasionally payment is made to a depend

1. When a worker past 62 retires, or starts
to receive lower earnings
2.
When a worker reaches 72
3. Whenever a worker becomes seriously
disabled
4.
Whenever a worker dies

Oftentimes, failure to heed this simple ad
vice will cause loss of benefits to the family.
There are more than 690 district offices
throughout the country, each ready to help the
public on matters pertaining to social security.
All district offices have free social security
booklets available for distribution upon request.
*

*

*

Women are by nature endowed with the
most important of all adaptive traits—the ca
pacity to love—and this it is their principal
function to teach men. There can be no more
important function. It could be wished that
both men and women understood this.
Ashley Montagu
*

*

*

SUCCESS
Success is speaking words of praise.
In cheering other people’s ways,
In doing just the best you can,
With every task and every plan,
It’s silence when your neighbor’s curt,
It’s deafness when the scandal flows,
And sympathy with others’ woes,
It’s loyalty when duty calls,
It’s courage when disaster falls,
It’s patience when the hours are long,
It’s found in laughter and in song,
It’s in the silent time of prayer,
In happiness and in despair,
In all of life and nothing less,
We find the thing we call success.
Author unknown
6

Consultancy Services in England
V. C. Huggett
watched through all processes to avoid any
loss, direct or indirect. Labour must be care
fully scrutinized from direct operators through
to indirect operators.
It is essential to ascertain that no unneces
sary functions are carried out and that a capi
tal budget is in existence to fully improve
machining techniques and the full utilisation
of indirect labour to make sure that everyone
is not “working hard” but working effectively
towards lower costs.
Unfortunately in these days the word
“Profit” has taken the wrong interpretation,
but we will all agree that without profit there
cannot be any future.
The theme will always tend towards im
provement of efficiency, lower operating costs,
more efficient handling, and simplification of
financial, bookkeeping and accounting admin
istration. With this must go careful analysis of
all operations.
The future of expansion always depends
upon the surplus profit earned after dividends
or returns to the owner are made—less, of
course, the tax paid.
These profits will always guide the admin
istrator of a business in his future plans, par
ticularly when expansion on an ever increasing
scale is envisaged.
But many times do we hear that the func
tions of the business are not being carried out
satisfactorily, and these we would list as fol
lows :

When called in by top management to
review the resources and potential of any
business, the following items must be con
sidered:

1. Are the resources of the business sufficient
for present trading and future expansion?
2. Has the business a future or should it be
remodelled for present markets?
3. Are all the sales profitable and are they in
the right proportions according to the pro
duction or stock availability?
4. Is top management capable of revitalising
or improving the efficiency of the business?
5. Is a team spirit prevailing throughout the
organisation from the youngest member to
the longest serving member?
6. Are all departmental heads capable of for
ward thinking and progressive in their
future outlook?
7. Draw up a plan on budgetary control
showing that on the present sales a sensi
ble net profit can be obtained for the
money invested.
8. Generally speaking, in any business, sales
at suitable profit margins are vital for
budgeting purposes.
9. Emphasis should be given as to whether
national publicity is necessary to stimulate
sales, direct mailing shots or personal cold
calling.
Having assumed that all the above questions
have been answered satisfactorily, budgeting,
if not already present, should be commenced
in a simple manner and should allow for
natural economies which would function, as
consultants review the business as a whole.

1. Inadequate Service
This can cover poor stock availability. In
adequate transport and planning and in
adequate advice when called for by the
customer.

Overheads.
This must be continually reviewed in the
light of whether they are necessary, excessive,
or require refinement in accordance with gen
eral practice throughout the country.

2. Slip-Shod Accountancy Methods
This can range from invoices not being
priced promptly and despatch of statements
being up to three months from the end of
the month of delivery.

Materials.
These should be considered very carefully
to ascertain that the latest techniques are being
used in the manufacture or the latest type of
products being factored. Value analysis plays
an important part in the build up of any
manufacturing products—this also relates to
any new position which may be necessary.
Control of raw material or stocking is an
essential part of any business to ensure that
the stock which is purchased is carefully

3. Poor Sales Service
This would cover the salesman who is not
fully versed with his materials, who takes
an order in a slip-shod manner and forgets
a few important items when placing his
order at the warehouse; inadequate calling
and calling too frequently which is a
nuisance to the customer.
4. Wrong articles supplied, due to Order
Control not functioning correctly.
7

Improvement of wages and salary standards,
giving an incentive in simple but effective mea
sure, can assist in obtaining extra nett profit.

5. False Promises
Always remember that you can get away
with a false promise once, but when it
starts to hurt the customer, he will look
for a new supplier. It is suggested, there
fore, as in all businesses, it is advisable
to be strictly honest and not make a promise
which cannot be kept, but due to poor
systems of control an Order Department
may suggest that the articles are in stock
when in fact these could have been sold
previously by another salesman or depart
ment. In this case, it is suggested that you
contact the customer immediately explain
ing the position and giving a new delivery
promise.

Complaints
Deal with complaints quickly. We would
suggest that at least 90% of the complaints
turn out to prove that the customer is right
and usually 10% or below are only attributed
to the customer himself. It would appear,
therefore, useful to have one person special
ising full time or part time on dealing with all
complaints.

Team Spirit
In every successful industry the team spirit
prevails. In other words no one man organisa
tion can continue very long without expanding;
other employees have to be engaged.
Keep all your employees in the picture as
far as possible. Let them know of your views
and your plans so that they feel they are part
of a whole organised team. Under this head
ing can be included the education of the staff;
and suppliers are only too willing to lecture
and show films on their products which can
easily be arranged during evenings and will
help you to have a more competent staff.

6. Overhead Expenses
Are you using the cubic capacity area for
the rates you are paying? Are you paying
an extortionate rent and would it pay you
to borrow money to build a more efficient
area? Have an insurance survey every two
years to see that you are adequately covered
or to ascertain if your premiums can be
reduced with the same coverage. If you
have any part of the premises empty are
you paying rates on these? Can you empty
any of the premises by better handling?
If at any time finance is required it is
possible to sell premises and to rent these
back and if a clear profit is being made
from the investment this can be a useful
measure of efficiency, but one must bear in
mind what would be the value of the
premises in years to come. If they are likely
to appreciate very considerably it might be
better to loan money from the bank against
the capital appreciation of the premises.

Sales
Assuming you have received your custom
er’s order, check that it does not contain any
special provision with which you cannot com
ply, and watch, of course, for a penalty clause,
which, like an insurance policy, is usually in
such small type that it could be easily over
looked.
Check also the credit rating of your cus
tomer. Every ledger card should clearly show
the credit limit which has been decided upon
for each customer, and at this stage, reference
should be made to the ledger card before ac
ceptance of the order.
In transcribing the order on to your own
order form, check that the interpretation is
correct, and that clear copies are distributed to
all departments, particularly the warehouse,
which will be making up and despatching the
order to your instructions. Depending upon
the volume, the location of staff dealing with
them will govern the method of issuing these
orders. Obviously sets in some form or another
will be used, but whether these are handwritten
by counter staff, typed or processed by the
office, is your decision. Where the volume
would be too much for one typist, consider
the use of continuous stationery or other means.
Having completed the order, the most im
portant thing now from the office side, is to
keep on top of the invoices by daily posting if
practicable, or in the most convenient batch
(Continued to page 10)

Budgetary Control
Always budget beforehand for your profit
rather than let a loss be a shock to you or a
little extra profit a nice surprise.
Never be satisfied with small nett profits.
This satisfaction can only cause a downward
trend in the business.
We have so often heard in the past the “Oh,
our nett profit was only down 1%.” Satisfaction
appears to be present and once this occurs it
can occur again and again until losses are in
volved. Be dynamic with your profit accep
tancies. Look for savings, look for efficiency,
look for better margins.
Industry as a whole should carefully study
and implement the packaging of materials.
Quite a lot can be done quite quickly by the
simple use of such items as cellophane bags
and this would also train customers to carry
small stocks themselves.

Incentives
In all industries incentives should apply.
8

Tax Forum
DOROTHEA WATSON, CPA

TIR No. 605

cannot be deferred, remembering that this in
cludes any undistributed income from the
Subchapter S corporation for the fiscal year
ending in 1964. Estimate the taxable income
for the Subchapter S corporation for the fiscal
year ending in 1965. Compute the amount of
this income which should be included in 1964
to result in the desired taxable income as be
tween 1964 and 1965. Since the corporation
can distribute any part of its income, the de
sired 1964 distribution can be made and will
be taxable in the year of distribution.
If distributions are desired in 1965, all or
part of the income for the fiscal year ending
in 1965 remaining after the 1964 distribution
should be distributed before the fiscal year
end. Undesired tax consequences can result if
1965 distributions are made only after the
close of the fiscal year ending in 1965 since
any undistributed fiscal year 1965 income will
be included in the shareholder’s 1965 taxable
income and to this will be added any distribu
tions made in 1965 after the close of the fiscal
year since distributions are considered made
from the corporation’s current year income
first. Only after all current year income is dis
tributed will distributions be deemed to be
made from previously taxed undistributed
income.
Undesired tax consequences can also result
from transfer of ownership (whether by sale,
gift, death) while there is previously taxed un
distributed income. The right to receive a
tax-free distribution of previously taxed in
come from a Subchapter S corporation is the
personal right of the shareholder and cannot
be transferred to the successor owner of the
stock. Such previously taxed undistributed in
come cannot be distributed without again be
ing subject to tax. The same disadvantage re
sults if the Subchapter S election is terminated
while there is previously taxed income which
is undistributed.
Another interesting point in connection with
Subchapter S corporations is the difference in
treatment of profit and of losses of the cor
poration to shareholders in a year in which
they buy or sell stock in the company. All un
distributed profits for the year of sale are taxed
to the shareholders who own the stock at the
end of the company’s tax year. Losses, how
ever, are allocated on a daily basis to all
shareholders during the taxable year based on
the number of days the stock was owned by
each shareholder.

Have you wondered about the validity of
elections made in returns filed after the reg
ular due date but within the 10-day period
granted in the denial of a request for exten
sion of time within which to file? The ques
tion was answered in Technical Information
Release No. 605 dated June 18, 1964.
“The U.S. Internal Revenue Service called
attention to the status of certain elections
made in income tax returns for which the
District Director has denied timely applica
tions for extensions of time to file.
To be effective, certain elections made at
the option of the taxpayer are required to
be made in a timely filed return (including
any legally extended period in which to
file). When an application for extension of
time to file (Form 2688 for individuals and
Form 2758 for fiduciaries, partnerships, and
small business corporations) is denied, the
return must be filed by the later of the
regular due date or 10 days from the date
of the denial.
Internal Revenue said taxpayers have ex
pressed concern as to the validity of elec
tions made in returns filed after the regular
due date but within the 10-day period
granted in the denial.
Internal Revenue stated that the District
Director has authority, under section 1.60811(b)(2) of the Regulations, to grant a rea
sonable extension of time to file an income
tax return. This includes authority to grant
a 10-day extension where in his judgment a
longer extension is not warranted.
Accordingly, elections required to be
made within the time prescribed by law (in
cluding any extension thereof) for filing the
return are timely made when the return is
filed within the 10-day period granted on
Forms 2688 and 2758.’’
Timing Subchapter S Distributions

The timing of distributions from fiscal year
Subchapter S corporations offers an oppor
tunity for tax planning by controlling the
amount of income to be taxed in the year of
distribution and in the year in which the fiscal
year ends. This can be particularly advan
tageous in 1964 and 1965 due to the reduced
tax rates in effect in 1965. On the other hand,
improper planning or no planning of distribu
tions can cause a taxpayer to pay additional
taxes.
Full tax advantage of the Subchapter S in
come depends on year-end planning. Deter
mine the amount of taxable income which

Income of Students

A timely reminder concerning income of
9

class order; maybe a credit note has not been
issued for goods returned.
Find out the facts, but do not relax pressure
on habitually slow or unsound payers. Decide
your credit limits, the length of credit to be
allowed, and keep your staff completely in the
picture with the facts at all times.

working students comes from Louise Murphy
of the Tucson Chapter No. 58 of the American
Society of Women Accountants.
Your son or daughter in college will get a
break on summer earnings under the new tax
law, which provides a minimum standard de
duction of $300.00. Thus only earnings over
$900.00 will be subject to income tax instead
of all over $675.00, as before. Taxes still will
be withheld, but a refund can be claimed on
the new basis. And so long as you provide
more than half of total support, you still can
claim a $600.00 exemption for your child.

Finally Correspondence
In most cases this can be the first impres
sion formed of your Company. Always make
sure this is to your credit—letters neatly typed,
well laid out, without alterations and correctly
punctuated, always reflect the attitude of
management.
I have already referred to the use of
standard letters for credit control but these
can be effectively used for other purposes. I
do not necessarily mean stencilled, in this
respect. Many like instances occur in your
organisation so why not have an indexed file
of letters which can always be suitably adapted
for specific cases and in the hands of a com
petent typist using her own initiative can
save hours of executive time.
Another saving, of course, is the use of win
dow envelopes. Many organisations frown up
on these and use them only in the accounts
department but more and more these days
the use of window envelopes for correspond
ence is an accepted fact.
May I from a woman’s point of view, quite
apart from general efficiency, emphasize the
importance of attention to correspondence
early in the day. Only too often have I seen
a typist spending the morning in comparative
ease whilst the afternoon becomes mad rush
to get the work through, often ending in
badly typed letters, errors and a great deal
of irritation and bad feeling on both sides.
Make effective use of your typist time and
mutual cooperation will produce the desired
results.
Remember the grass in other fields is no
greener than your own, unless the other field
has been fertilised regularly and consistently.
In other words, action is continually taking
place.
Yesterday has gone.
Today is nearly finished.
Tomorrow offers the opportunities—do not
miss them.

Consultancy Services

(Continued from page 8)
form. In too many cases, pricing holds up the
flow of invoices and leads to a last minute
rush at the end of the month, or even half
way through the next month.
Unless invoices and statements are rendered
promptly payment of your accounts can often
be delayed, and who can blame the customer
for taking full advantage of this.
Credit Control
And now to the most complex subject of
credit control. It must be borne in mind that a
sale is not complete until the cash is received.
Again, the first stage towards this is to render
your invoices and statements promptly; make
sure your ledger cards all bear the correct
rating of your customer. If you are unable to
assess this yourself, guidance can be given by
your bankers; but there are other ways and
means, one, through various friends in the
trade who these days work on a very happy
reciprocal basis, or, of course, through the
many well-known credit houses in the country.
Having established the credit limits, form
a system of credit control by showing the
outstanding balance each month against the
month to which it refers, correct cash alloca
tion, and following up immediately an account
becomes overdue. Your ledger can be indexed
by colour tabs marking the danger spots and
ensuring that once an account has reached
this state, no further goods are supplied. The
follow up of accounts which become one
month, or two months, overdue can be covered
by stickers on the statement, or by series of
standard letters, which, despite veiled criti
cism, do prove highly successful.
Credit control must be approached in a
flexible, but aggressive manner, and a friendly
chat over the telephone may produce the re
quired results. Quite often a personal visit to
a customer is more than appreciated by him;
he may not be in any difficulty. It may be on
your side if your accounts are not in first

*

*

*

Confidence is the foundation for all business
relations. The degree of confidence a man has
in others, and the degree of confidence others
have in him, determines a man’s standing in
the commercial and industrial world.
—William J. H. Boetcker, D.D.
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COMMENTS AND IDEA EXCHANGE
JANE STRENCIWILK, CPA

Communication Pattern Idea

Whenever there’s a regular ASWA member
ship meeting, there is usually a verbal com
munication of stimulating and refreshing pat
terns in the accounting areas. This may be
presented by an outstanding guest or member
speaker, a forum, a panel group, a symposium,
or other appropriate methods.
In all cases, these communication patterns,
as originally voiced, generally reach only the
members and guests in attendance at the meet
ing. Perhaps it might be well to entertain the
idea of retention and wider distribution of
these communication patterns.
One of the ways to accomplish this, without
distress to the budget, is through the utiliza
tion of a tape recorder. If feasible, transcribe
to hard paper reproductions and bind in book
form or in an economical bulletin form. This
can be easily exchanged with other groups.
Another medium would be created to promote
the objectives of ASWA by the distribution of
these communication patterns to the advanced
accounting students, to accounting libraries of
universities, to public libraries, and to officers
of companies. There is a possibility that ar
rangements could be made for use of this
material on educational television or on a
specific radio program.
There is also the thought of mentioning the
delightful reading material ASWA members
would have available from year to year if
these communication patterns had been pre
served and used as a source of reference
material.
Of course, permission must be secured to
tape record these communication patterns.
This should not be a problem if programs are
planned well in advance because speakers are
very willing to help and they usually appre
ciate the honor of having their material reach
the greatest number possible.
Mrs. Thelma Barkley
Birmingham ASWA Chapter No. 47

CONVERTING INCHES AND FRACTIONS
OF AN INCH TO DECIMALS OF A FOOT
Inches

1
2
3
4
5
6
7
8
9
10
11

Inches

Feet

.0833
.1667
.25
.3333
.4167
.5
.5833
.6667
.75
.8333
.9167
*

⅛
¼

%
¥2

%
%

⅞

*

Feet

.0104
.0208
.0313
.0417
.0521
.0625
.0729

*

“To curb the forces in business which would
destroy equality of opportunity and yet to
maintain the initiative and creative faculties
of our people are the twin objects we must
attain. To preserve the former, we must reg
ulate that type of activity that would dom
inate. To preserve the latter, the government
must keep out of production and distribution
of commodities and services. This is the dead
line between our system and socialism. Reg
ulation to prevent domination and unfair
practices, yet preserving rightful initiative, are
in keeping with our social foundations. Na
tionalization of industry or business is their
negation. On the practical problems of govern
ment in relation to these economic questions,
the test lies in two directions. Does the act
safeguard equality of opportunity? Does it
maintain the initiative of our people?”
Herbert C. Hoover
*
*
*

We should so live and labor in our time
that what came to us as seed may go to the
next generation as blossom, and that what
came to us as blossom may go to them as
fruit. This is what we mean by progress.

—Henry Ward Beecher

21 Ways to Improve Your Conversation
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.

1.
Prepare yourself.
2.
Develop a liking for people.
3.
Strive to benefit others.
4.
Be a good listener.
5.
Be constructive.
6.
Listen to those in trouble.
7.
Inject a cheerful note.
8.
Talk with your eyes.
9.
Add interest to table-talk.
10. Be a peacemaker.
11. Pay sincere tribute.

Avoid gossiping.
Check on yourself.
Make each conversation count.
Ask questions.
Take time for meaningful conversation.
Watch your language.
Talk less, say more.
Return good for evil.
Beware of flattery.
Pay attention to the “how.
Christopher News Notes

May 1964
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TIPS FOR BUSY READERS
MARILYNN G. WINBORNE, CPA

Integrated Financial Planning, G. Ralph Guth
rie, Jr., Budgeting, November, 1963.

ignores direct cost techniques which permits
the integration of cost behavior factors into
the accounting system.

Financial planning and budgeting have
two primary purposes: first, to aid in planning
operations to yield the maximum long-range
return on capital; second, to control operations
so that the plans are realized. Thus financial
planning is directly related to operations. Two
of these relationships—to management and to
accounting—are the subject of this article.
The primary objective of management is
to determine what money will be spent today
to create future profit opportunities. Major
profit producing plans require considerable
time before fruition. Therefore, profit-maxi
mizing plans are a long-range operation—the
necessary ingredients of which are time, money
and risk.
Management is also responsible for day-today operations. This short-term responsibility
is the opportunity to make the most out of
former long-range plans. This responsibility
develops considerations different from those
employed in long-range financial planning.
First, all levels of management are concerned
with short-term planning. Success of short
term plans depends upon the active participa
tion of the entire management team. In
contrast, long-range planning involves only
the top levels of management.

The accounting system plays the essential
role of reporting variances from the plan in
the most timely and dramatic fashion. In this
role, accounting can lend considerable as
suredness to management that its plans—longrange and short-term—will bear fruit.
The Installation of Budgetary Controls in Small
Companies, T. J. Diggory, Budgeting, May,
1964.
The author has accumulated wide experi
ence in instituting budgets in small firms. The
article summarizes the principles involved and
the valuable lessons learned from his practice.
A small firm is usually managed by a closely
knit team of from two to six people each inti
mately involved in a special area. Budgeting
must be sold to the management group as a
potential cost saving device, not as an adjunct
of the accounting system. After installation, it
becomes the responsibility of the head ac
countant to continue selling by demonstrating
the budget’s effectiveness as a vital planning
and control device. “Unless management can
be convinced of the need for a budget as a
plan of action for the future, they tend to ac
cept last year’s results as the best criterion
for measuring progress. This does not neces
sarily produce the most dynamic outlook
toward the future.”
The management group usually will not
respond to a sophisticated budget or reports
composed of a mass of details. Successful bud
get implementation and operation require the
full support of management, firm organization,
good accounting records and clearly defined
company objectives. The budget system must
be orientated towards the practical needs of
management. The reports must be so arranged
that action is stimulated. To accomplish these
goals, a careful study must be made of the
way in which the particular management group
manages.
Budgets are a valuable tool of management
whether the company is a giant of industry or
is considerably smaller. This realistic presenta
tion of the problems involved in budget imple
mentation should be required reading for all
involved in the areas of internal accounting
and management services.

A second consideration of short-term plan
ning is control. Control is the eternal comple
ment of planning; without control, planning
is useless. The shorter the time period covered
by the plan, the greater the accuracy that can
be expected. Control opportunities increase as
the time period decreases because more have
participated in the planning process and are
responsible for control.
The relation between financial planning
and accounting is an important one. Plans
for the future are bred from past experiences.
Accounting, as the financial historian, will al
ways play a signal role in the planning opera
tion.
Many companies regard the flexible budget
as apart from the normal accounting responsi
bility. This attitude is narrow in three re
spects. First, it is expensive to maintain the
duplication of traditional accounting re
quirements and to complement the financial
planning operation. Second, the utility of ac
counting information to management is re
duced by the separation. Third, the view
12

Basic Accounting and Cost Accounting, 2nd
Edition, Eugene L. Grant and Lawrence F.
Bell, McGraw-Hill Book Company, 1964.
An increasing number of non-accountants
realizes the need for an understanding of ac
counting fundamentals and for a familiarity
with cost accounting. This text, written by
two engineers, is directed toward those who
use accounting and not specifically toward
accountants. The ninety-seven problems in
cluded are long enough to satisfy any account
ing teacher. In the preface, the authors state
their belief “that the best way for a non
accountant to acquire an adequate and lasting
understanding of accounting principles is by
solving numerical problems.”
The twenty-one chapters are divided into
three sections. The chapters end with a brief
summary of the pertinent points covered, dis
cussion questions and several problems. The
questions are, for the most part, carefully
written and thought provoking.
Part 1, with eight chapters, deals with ac
counting concepts and techniques. Working
papers, special journals and ledgers are given

limited but adequate coverage.
The nine chapters in Part 2 take up cost
accounting: job-orders, process, standard costs,
direct costing and joint costs. The subjects
are examined in some detail with attention
given to the flow of costs through the system.
Part 3 picks up the topics of income taxes,
fixed assets and depreciation, and budgetary
control. The fourth and final chapter of Part
3 presents examples of the pitfalls involved in
the uncritical use of accounting data—a subject
which some authors use to vent their spleen
against accounting. Not so here. It is not a
witch-hunt, but it is a dispassionate appraisal
of accounting for special managerial purposes.
Systems, reporting, statement analysis, cash
flow, flow of funds, auditing, and data process
ing are not covered. But the subjects that are
included are well treated. In general the text
would go well in the classroom. I would have
real reservations about using it at the fresh
man or sophomore level and some reservations
about it at the junior or senior level. Graduate
students or mature individuals in a special
business course could handle the depth and
breadth of subject matter coverage.

Wanted—Unpublished Doctoral Dissertations
University of Texas, 1957, is presently in the
file. Readers having unpublished doctoral ma
terial which they are willing to have micro
filmed should address their inquiries to:

Establishment of the research library of the
Business and Professional Women’s Founda
tion was started approximately one year ago
in Washington, D. C. It is generally conceded
that this may be the only library devoted
solely to the interests of women in business
and the professions; and the library is open
to the public for research.
One of the library’s key research tools is a
file of unpublished doctoral dissertations on
microfilm. Only one dissertation, “The Woman
in Public Accounting,” Dr. Joyce Smalley, The

Mrs. Page M. Riesbol, Librarian
Business and Professional Women’s
Foundation
2012 Massachusetts Avenue, N.W.
Washington, D. C. 20036

or to the Editor of The Woman CPA.

*

BUSINESS OF LIFE

*

*

Whenever you increase the numbers of
political bureaucracy you not only have to pay
them but they are veritable research labor
atories for new inventions in spending money.
Bureaucracy rushes headlong into visions of
the millenium and sends the bill to the treas
ury. And there are three implacable spirits in
bureaucracy: self-perpetuation, expansion, and
demand for more power.
Herbert C. Hoover

The happiest business in the world
Is that of making friends,
And no “investment” on “the street”
Pays larger dividends.

For life is more than stocks and bonds,
And love, than rate percent;
And she who gives in Friendship’s name
Shall reap as she has spent.

Life is the great investment,
And no man lives in vain
Who guards a hundred friendships
As a miser guards his gain.
Author unknown

*

*

*

You can’t build a reputation on what you
are going to do.
Henry Ford
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In This Issue
Authors
Mary S. Tross, CPA, author of this issue’s
lead article, is a manager in the New York
office of Arthur Young & Company. A mem
ber of both AWSCPA and ASWA, Mrs. Tross
has also served the New Jersey Society of
CPA’s as secretary and as vice president. Cur
rently, she is a member of the faculty of St.
Peter’s College, Jersey City. Her article is
based upon and includes topics discussed in
the talk she presented to the 1964 AWSCPAASWA joint annual meeting at Miami Beach,
Florida, on October 1, 1964.
“Women’s Role in Social Security,” pub
lished in this issue, was written by W. Allan
Starner, field representative in the Cleveland,
Ohio district office of the Social Security Ad
ministration. The paper was based upon a talk
which Mr. Starner gave to the Cleveland
ASWA Chapter in September, 1963. Mr. Star
ner’s concise explanation of social security
benefits may provide a useful reference for
readers.
Miss V. C. Huggett was one of our foreign
guests during the 8th International Account
ing Congress held in New York in 1962. She
is one of the Senior Directors of Advisory Con
sultants, Ltd. of Birmingham, England. Her
company was formed in 1961 to meet that
area’s growing need for consultancy services;
and it has operated in such divergent indus
tries as engineering, foundries, builders,
plumbers, and merchants.
Editorial Board and Staff Changes
It is the pleasure of the editor to announce
reappointment of Miss Mary J. McCann, Asso
ciate Editor; Miss Beatrice C. Langley, Busi
ness Manager; Miss Dorothea Watson, Tax
Editor; and Miss Jane Strenciwilk, Comments
and Idea Exchange Editor.
The terms of Dr. Catherine E. Miles and
Miss Dorris C. Michalske, members of the
Editorial Board, have expired. The presidents
of AWSCPA and ASWA have joined in ap
pointing two new Editorial Board members
to serve for three-year terms. Both of these
ladies are past presidents of our two societies.
Miss Elinor J. Hill, CPA, of Riverside, Cal
ifornia, served AWSCPA as president during
the 1954-1955 administrative year. A graduate
of Rutgers University, she passed her CPA
examination in New Jersey. In addition to
holding various offices in AWSCPA, Miss Hill
served ASWA as national secretary and as
president of the New York Chapter of ASWA.
Mrs. Vivian Warner Matick served ASWA
as national president during the same admin
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istrative year that Miss Hill served as AWS
CPA president. A native of Michigan, she
received her business education at Muskegon
School of Business, Muskegon Community
College and University of Michigan Extension
Division. At the present time, she is supervisor
of accounting at William Beaumont Hospital,
Royal Oak, Michigan.
The editor would be remiss if she did not
take occasion to express in this publication
her appreciation to Dr. Marilynn G. Winborne,
whose last column as Literary Editor appears
in this issue. During the past year, Dr. Win
borne has, indeed, included a variety of sub
jects in her reviews. Readers will be interested
to know that she has recently accepted a posi
tion on the faculty of Arizona University,
Tucson, Arizona. Our best wishes to Dr. Win
borne in this new assignment.
The editor also desires to thank Dr. Miles
and Miss Michalske, as well as Miss Mary E.
Beniteau, Miss Virginia M. O’Hern, Miss Doris
Parks, and Miss Patricia Perry, Editorial Board
members, for their assistance during the past
year. They have been most helpful in review
ing and evaluating manuscripts submitted for
consideration and possible publication.

Who Reads “The Woman CPA”?

In the past months, we have been gratified
by references to The Woman CPA in other
publications and by inquiries from readers,
who may not be subscribers.
The NAA Bulletin, February 1964, quoted
from Helene Ramanauskas’ “Accounting and
the World Economy,” The Woman CPA, April
1963.
A recently published book, Readings in
Financial Management, edited by Edward J.
Mock, International Textbook Company (1964)
includes an adaptation from “Inventory Man
agement,” Robert W. Arnold, The Woman
CPA, February 1960.
One reader saw the April 1964 issue in his
city’s public library and wrote for more in
formation on “Short Cut for Computing Acre
age” explained in that issue’s Comments and
Idea Exchange.
One ASWA member wrote that her em
ployer was so interested in Helen P. Juergen’s
“An Insurance Broker’s Accounting Procedure”
(June 1964 issue) that he wanted her copy
of that issue. She was furnished with an extra
copy so that both she and the employer could
have copies.

Contributions Received by Feature Editors

Both Dorothea Watson and Jane Strenciwilk
are pleased to be able to include material sub
mitted to them by ASWA members. Both Miss
Watson and Miss Strenciwilk have asked the
editor to remind our readers that material,
which is intended for their use, may be sent
directly to them and that they are most an
xious to receive suggestions from readers.

*

*

*

The American Bankers Association reports
that U. S. banks now employ 427,500 women,
or about 57% of the industry’s total of 746,000
employees. That compares with 56% in 1960
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and 54% in 1951. More than 12,000 women
today serve as bank officers in jobs ranging
from assistant cashier up to president.
Wall Street Journal, June 26, 1964
*

*

*

The blank space below results from circum
stances beyond the control of the editor, the
editorial staff and board, and the printer. Do
us a favor and use it to send us your candid
(unsigned, if you prefer) opinions about this
publication. Thank you.
Corinne Childs, Editor

An IAS accounting training program is almost as
individual and personal as your own eyeglasses!
Individual and personal attention focused on
your specific needs and ambitions is one rea
son why IAS training is conceded to be the
best home-study accounting instruction avail
able anywhere.
Another is the IAS learn-by-doing teaching
technique. Under the guidance of the faculty,
all of whom are CPA’s, you learn by doing
what an accountant does in actual practice.
Non-essential study is eliminated. You re
ceive personal attention from your IAS in
structor every step of the way... move along
as rapidly or leisurely as your time permits.
*Testimony to the recognition of IAS
is typified by a recent quotation from
an article on home study in a leading
national magazine: “Courses from the
International Accountants Society in
Chicago are so good that over five hundred
and fifty corporations use them for train
ing their employees.”

After you complete basics of general ac
counting principles, you select electives which
are tailored for your needs and coincide with
your career ambitions, both short range and
long term. The electives currently offered are:
Basic Auditing

Business Statistics

Public Auditing

Management Control

Internal Auditing

Economics

Basic Cost Accounting

Office Management

Advanced Cost Accounting

Accounting Law

Corporation Accounting

Federal Income Tax

Corporation Finance

CPA Coaching

IAS offers, free, an illustrated report de
scribing IAS’s thoroughly tested, personal
ized methods of instruction. Write for it now
using the coupon below. Let IAS without ob
ligation of any kind provide a prescription
applicable to your specific career.

preprints available on request

International Accountants Society, Inc.
209 W. Jackson Blvd. Chicago, III. 60606
□ Please send me your 24-page
report on IAS courses
NAME______________________________________________________ AGE________
ADDRESS______ ____________________________ _______ _ _____________ __
ZIP
CITY____ STATE_____ _ CODE
.

INTERNATIONAL ACCOUNTANTS SOCIETY, INC.
A Correspondence School since 1903
209 West Jackson Boulevard • Chicago, Illinois 60606
Fully accredited by the Accrediting Commission,
National Home Study Council

EMPLOYED BY____________________ ___
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